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II. IntermediateCareFacilities for theMentallyRetarded(ICFs-MR) 

The methods and standards used by the state agency to determine payment rates to ICFs-MR 
are in accordance with 1902(a)(l3)(A) of the Social Security Act and the regulations published 
as 42 CFR 447 Subpart C. 

are using a prospective system. ratesICFs-MRreimbursed reimbursement The of 

reimbursement are derived froma fixed cost component, a labor component anda variable cost 

component. The fixed costs are reimbursed on the basis of actual fixed costs incurred by the 

facilities. The labor costs are reimbursed on the basis of actual allowable labor costs, subject 

tothefacility'sapprovedstaffingpatterns.Thevariablecostcomponent is determinedby 

adjusting each facility's base year 1990 costs, as established by the State Legislature, by an 

annualinflationfactortodeterminethefacilities'prospectivevariablecostceiling.Ifthe 

facilities incur allowable variable costs in excess of the variable cost ceiling,
the costs in excess 
ofthe ceilingaredisallowed.The annualinflation factorisdeterminedby usingthe "nursing 
homewithoutcapital"market basket-quarterlyhistory from theHealthCare CostReview, a 
publication of the Cost Information Service. If the facilities incur allowable variable costs less 
than the variable cost ceiling, the facilities are reimbursed the actual allowable variable costs, 
plus a percentage of the savings. 

to madeReimbursement is accordance the "PrinciplesICFs-MR in withState's of 
Reimbursement for Long-Term Care Facilities for the Mentally Retarded" which follow. 

Audit Procedures Utilizedby the Department 

On-Site Audits 

On-siteauditswillbeconductedonanannualbasisinaccordancewithgenerallyaccepted 
auditing standards with final settlement being made in accordance with Principle7070. 
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INTRODUCTION 

PURPOSE 

The purpose of these Principlesis to comply with Section1902(a)(l3)(A) of the Social Security 

Act and the Rules and Regulations published thereunder(42 CFR Part 447) namely: to provide 

for payment to Intermediate Care Facilities for the Mentally Retarded (ICF/MRs) through the 

use of rates which are reasonable and adequate to meet the costs which must be incurred by 

efficientlyandeconomicallyoperatedfacilities in order to providecareandservices in 

conformitywithapplicableStateandFederallaws,regulations,andqualityandsafety 

standards. 


The Authority of the Department of Human Services to accept and administer any funds which 

may be available from private, local, Stateor Federal sourcesfor the provisionof the services set 

forthinthesePrinciples of Reimbursement is established in Title22oftheMaineRevised 

Statutes Annotated, §§ 10 and 12. The regulations themselves are issued pursuant to authority 

grantedtotheDepartment of HumanServices by Title 22 of theMaineRevisedStatutes 

Annotated §42(1). 


DEFINITIONS 

The term Departmentas used throughout these Principlesis the State of Maine Department of 

Human Services. 


ThetermDesignatedPlanningAgencyasusedthroughoutthesePrinciplesistheStateof 

Maine Department of Human Services functioning as the Designated Planning Agency under 

Section 1122 of Public Law 92-603, the Social Security Amendments
of 1972. 

The term State Licensing and Federal Certification as used throughout these principles are the 
"Regulations Governing the Licensing and Functioning of Intermediate Care Facilities for the 
Mentally Retarded" and the Federal Certification requirements for Intermediate Care Facilities 
for Mentally Retarded that are in effect at the time the expenseis incurred. 

The term "BMR as used throughout these principles means the Bureau of Mental Retardation 
Department of Mental Health and Mental Retardation. 

REIMBURSEMENT METHOD 

The Department will reimburse an ICF/MR on the basis of a prospectively determined rate on 
cost reporting forms provided by the Department (See section 7000 PROSPECTIVE METHOD 
OF PAYMENTfor details of the Prospective Reimbursement System). 

All long-term care facilities are required to submit Annual Cost reports as prescribed herein to 
the State of Maine Department of Human Services, Divisionof Health Care Audit, State House, 
Augusta, Maine 04333. Such cost reports shall be based on fiscal year of the facility. 

ALLOWABILITY OF COSTS 

Adeterminationofwhetherornotacost is allowableandinterpretationsofdefinitions,not 
specificallydetailedinthesePrinciples,willbebasedonMedicareProviderReimbursement 
Manual (HIM-15) guidelines and Internal Revenue Service guidelines in effect at the time of 
such determination. 

TN NO.02-015 
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PUBLIC HEARINGS 

The State of Maine will providefor public hearingsas necessary in our State Plan, accordingto 
State procedures. 

WAIVER 

The failure of the Department to insist, in any oneor more instances, upon the performanceOf 
anyofthetermsorconditions of thesePrinciples,or to exerciseanyrightunderthese 
Principles, or to disapprove of any practice, accounting procedure or item of account in any 
audit, shall not be construed as a waiver of future performance of the right. The obligation of 
the Provider with respectto future performance shall continue, and the Department shall not be 
estopped to require such future performance. 

LIMITATIONSON REOPENING AUDITS 

No final auditshallbereopened,norshallanyhearingbeallowedconcerninganymatter 
containedin any final audit, after three years following the date of the final audit settlement. 
This limitation does not apply in the event of fraud or misrepresentation. 

1000 COST RELATED TO PATIENT CARE 

1010 Principle 

Federal law requires that payment for long term care facility services provided 

under Medicaid shall be provided through the use of rates which are reasonable 

andadequate to meetthecostswhichmustbeincurred by efficientlyand 

economically operated facilities in orderto provide care services in conformity 

withapplicablestateandFederallaws,regulations,andqualityandsafety 

standards.Costsincurredbyefficientlyandeconomicallyoperatedfacilities 

includecostswhicharereasonable,necessaryandrelatedtopatientcare, 

subject to principles relating to specific items
of revenue and cost. 

1011 	 Costs must be ordinary and necessary and related to resident care. They 
must be of the nature and magnitude that prudent and cost conscious 
management would pay for a specific item or service. 

1012 	 Costs must not beof the type conceivedfor the purpose of circumventing 
the regulations. Such costs will be disallowed under the principle that the 
substance of any transaction will prevail over form. 

1013 	 Coststhatrelatetoinefficiency,unnecessaryorluxuriouscareor 
unnecessaryorluxuriousfacilities and to activitiesnotcommonand 
accepted in the fieldof mental retardation services are not allowable. 

1014 	 Compensation to be allowable must be reasonable and for services that 
arenecessaryandrelatedtoresidentcarehabilitationandactive 
treatment and pertinent to the operation of the facility. The services must 
actually be performed and must be paid in full. The compensation must 
bereportedtoallappropriatestateandfederaltaxauthoritiestothe 
extent required by law for income tax, social security, and unemployment 
insurance purposes. 

TN NO.02-015 
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1015Costsincurredtocomplywithchanges in federalorstatelawsand 
regulationsforincreasedcare,habilitationtreatmentandimproved 
facilities are to be considered reasonable and necessary costs. 

1016Costsincurred for residentservices that arerenderedincommonto 
Medicaid residents, as well as to non-Medicaid residents will be allowed 
on a pro rate basis unless there isa specific allocation defined elsewhere 
in these Principles. 

1020Definitions 

1021 	 ReasonableCostsarethosecostsincurredby a providerwhichare 
reasonable and necessaryin providing care, rehabilitation, and treatment 
topubliclyaidedresidentsandwhich are withintherequirementsand 
limitations of these principlesof reimbursement. The reasonableness and 
necessity ofanycostsshallbedeterminedbyreferencetoor in 
comparison with the costs of providing comparable services, the Maine 
Medical Assistance Manual or absolute costs related to resident's unique 
circumstances and needs. 

1022 	 Allowable Costs are the operating costs after the adjustment required by 
the Principleshave been applied to the provider's total operating costs as 
reported in the annual costs reports. 

1023 	 Necessary and Proper Costs are those which are appropriate and helpful 
in developing and maintaining the efficient and economical; operation of 
residentcareandhabilitationfacilitiesandactivities.Theyareusually 
costs which are common and accepted occurrencesin the field of mental 
retardation. 

2000 COSTFINDINGAND COST REPORTING 

2010CostReportPeriods.Alllong-termcarefacilitiesarerequiredtosubmitannual 
cost reports as prescribed herein to the State of Maine, Department of Human 
Services,Division of HealthCareAudit,State House,Augusta,Maine04333. 
Such cost reports shall be basedon the fiscal yearof the facility. 

2020AccountingPrinciples.BeginningJuly1,1982,theallowablecostsshownin all 
costreportsdescribedhereinshallbe on thebasis of generallyaccepted 
accountingprinciplesandtheaccrualmethod of accountingexceptthat, for 
governmental institutions operated on a cash method of accounting, data based 
onsuch a methodofaccountingwillbeaccepted.Anyotherproviders who 
maintaintheirrecordson a cashbasisshouldrecordsuchaccrualsas 
adjustments. 

2021Generallyacceptedaccountingprinciplesmeansaccountingprinciples 
approved by the American Institute of Certified Public Accountants. 

2022Accrualmethodofaccountingmeansthatrevenueisreportedinthe 
period when it is earned, regardlessof when it is collected, and expenses 
are reported in the period in which they are incurred, regardless of when 
they are paid. 

TN NO.02-015 
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2022.1All	yearendaccrualsmustbepaid by thefacilitywithinsix(6) 
months after the end of the fiscal year in which the amounts are 
accrued. If theaccrualsare not paidwithinsuchtime,these 
amounts will be deducted from allowable costs incurred in the 
subsequent fiscal year. 

2023Cashmethod of accountingmeansthatrevenuesarerecognizedonly 
when cash is received and expendituresfor expense and asset items are 
not recorded until cashis disbursed for them. 

2030CostFinding.Theunit of output for costfindingshallbe the costsofroutine 
services for each level of care per patient day. The same cost finding method 
shall be used for all levels of care in all long-term care facilities. Generally, total 
allowable costs shall be divided by the actual daysof care to determine the cost 
per bed day. When long-term care facilities provide more than one level of caret 
total allowable costs shall be allocated to each level based on the occupancy 
data reportedfor each level and the following statistical bases: 

2031DirectCareStaffSalaries.Servicesprovidedandhoursofnursingcare 
by licensed personnel and other qualified direct care staff. 

2032 Other Nursing Staff. Nursing salaries cost allocations. 
2033 Capital Costs. Square feet serviced. 
2034 Plant operation and maintenance. Square feet, serviced. 
2035Housekeeping.Squarefeetserviced. 
2036Laundry.Patientdays. 
2037 Dietary. Number of meals served. 
2038GeneralandAdministrativeandFinancialandOtherExpensesTotal 

costsincluding and andaccumulated not General Administrative 
Financial Expense. 

2040 Cost Reports 

2041 

2042 

2043 

2044 

TN NO.02-015 
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Forms. Attached hereto is a copy of the uniform cost report which shall 
be used for all long-term care facilities in the Stateof Maine. 

When to File. The cost report and financial statements for each facility 

shall be filed not later than three months after thefiscal year end of the 

provider. When a provider fails to file an acceptable cost report by the 

due date, the department will send the provider a notice by certified mail, 

returnreceiptrequested,advisingtheproviderthatallpaymentsare 

suspended on receipt of the notice until an acceptable cost report
is filed. 
Reimbursementwillthenbereinstatedatthe full ratefromthattime 
forward but, reimbursement for the suspension period shall be macle at 
the deficiency rate of 90%. An extension of time, waiving the deficiency 
rate, may be approved by the Department for good cause. 

Rounding. Cents are omitted in the preparation of all schedules except 

when inclusionis required to properly reflect per diem costs or rates. 


Certification by operator. The cost report is to be certified by the owner 

and/or administrator of the facility. If the return is prepared by someone 

otherthantheowner,administratororemployeeofthefacility,the 

preparer should also sign the report. 


Approval Date: Effective Date: 10/01/02 
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